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On March 1, Angel Gurria Trevino, the Treasury Ministry's (SHCP) deputy secretary
for international financial affairs, said adjustments to the tax system are required before
implementation of a free trade accord. He added that the eventual reforms will be minor, since the
current system is internationally competitive and resembles the US and Canadian systems. Critics
assert that major reforms to the tax system are necessary. According to the National Autonomous
University (UNAM) Center for Research on the US, in Mexico, 20% of taxpayers account for
90% of tax revenues. In contrast, 40% of US taxpayers account for 70% of tax revenue paid to the
federal government. Next, the Center points out that in the US numerous tax deductions promote
reinvestment and highly profitable enterprises. US taxpayers also receive a deduction for taxes
paid abroad. On March 14, Francisco Gil Diaz, SHCP's deputy secretary for revenue, told members
of the Mexican Employers Confederation (COPARMEX) that the Mexican tax system is the most
competitive in North America, since the aggregate tax rate is lower than equivalent rates in the US
and Canada. In Mexico, the aggregate tax rate averages 35%, compared to 38.7% in the US, and
43.3% in Canada. Gil Diaz claimed that Mexico's business tax structure was "relatively competitive"
with the US, but less favorable than Canada's. In Mexico the average rate is 35%, compared to 34%
in the US, and 28.8% in Canada, with a special rate of 26.3% for manufacturers. The official said
results of the government's tax reforms to reduce tax evasion, simplify procedures and make the
tax structure more progressive, are already apparent and very encouraging. Tax revenues increased
22.6% in real terms from 1988 to 1990. The number of taxpayers increased by 1 million during that
period, representing more than a 50% increase in two years. On March 17, representatives of the
National Chamber of Manufacturing Industries (CANACINTRA) and the National Confederation
of Industrial Councils (CONCAMIN) disagreed, saying the tax system is not competitive with
the US and Canadian structures. They asserted that the tax burden in Mexico is heavier since the
government provides less support to business activities, and interest rates in Mexico are higher
than in Canada and the US. Next, tax rates in the US are lower, even after the rate for Mexican
individual taxpayers was reduced from 50% to 35%, and from 42% to 35% for businesses. According
to the Business Coordinator Council's (CCE) legal and legislative studies center, the most important
difference between the Mexican and US tax systems is not the tax rate, but the tax base. Writeoffs and deductions for business in the US are much greater than in Mexico, and the emphasis of
the US system is on taxing purchases and consumption rather than production. A report by the
International Monetary Fund (IMF) released March 18 said that the major difference between the
Mexican tax system on the one hand, and the US and Canadian systems on the other, is that Mexico
taxes production, while the emphasis by Washington and Ottawa is on consumption. Taxes on
business (capital gains, profits and income) in the US are equal to 1.8% of GNP; in Canada, 2%; and,
in Mexico, 2.6%. Taxes paid by individuals in the US are equivalent to 8.6% of GNP, compared to
7.8% in Canada, and 2.3% in Mexico. The IMF report indicated that the three nations are similar in
terms of total tax revenues as a proportion of GNP: 18.5% in the US, 17.2% in Canada, and 17.9%
in Mexico. In the US, business taxes account for 17.5% of total tax revenue, compared to 19.5% in
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Canada, and 53.4% in Mexico. Thus, individual taxpayers account for 82.5%, 78.1%, and 46.6% of
the total, respectively. The proportion of total business tax revenues represented by income, profit
and capital gains taxes is 56.4% in the US, 58.3% in Canada, and 27.6% in Mexico. Value added tax
on goods and services represent 4.1% of total business taxes in the US, 20.9% in Canada, and 57.1%
in Mexico. International transactions taxes represent 1.8% of the total in the US, 4.5% in Canada,
and 4.0% in Mexico. Employer contributions to social security funds in the US account for 36.8% of
all taxes paid by business, compared to 16.3% in Canada, and 11.4% in Mexico. (Sources: Excelsior,
03/04/91; Notimex, 03/14/91; El Financiero, 03/04/91, 03/15/91, 03/18/91, 03/19/91)
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